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o) BARNES@ROSS,CPA

A Profeasianal Corparation

INDEPENDENT AUDITORS' REPORT

Members of the Baroda Township Board
Baroda, Michigan

We have audited the accompanying financial statements of
the governmental activities, the business-type activities, the
discretely presented component unit, esach major fund, and the
aggregate remaining fund information of Baroda Township. as of
and for the year ended March 31, 2008, which collectively comprise
the Township's basic financial statements as listed in the tabile

cf contents.

We conducted our audit in accordance with auditing standards
generally accepted in the United States of America. Those
standards reqguire that we plan and perform the audit to obtain
reasonable assurance akout whether the financial statements are
free of material misstatement. An audit includes examining, on
a2 test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable

basis for our opinion.

In our opinion, the financial statements referred to above
present fairly, in all material respects, the respective financial
position of the governmental activities, the business-type
activities, the discretely presented component unit, each major
fund, and the aggregate remaining fund information of Baroda
Township, as of March 31, 2008, and the respective changes in
financial position and cash flows, where applicable, thereof
for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

S00 Renaissance Drive, Suite 104 Phone: 269-682-2851
Eax: 269-983-2892

St Joseph, Michigan 49085
www barnesross com



The management's discussion and analysis, and budgetary
comparigson schedules as identified in the table of contents,
are not a required part of the basgic financial statements but
is supplemental information required by accounting principles
generally accepted in the United States of America. We have
applied certain limited procedures, which consisted principally
of inquiries ©of management regarding methods of measurement and
presentation of the required supplemental information. However,
we did neot audit the information and express no opinion on it.
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ARNHS & ROSS

Aungust 1, 2008



BARODA TOWNSHIP

MANAGEMENT'S DISCUSSION AND ANALYSIS

The following discussion and analysis is intended as a narrative
overview of Baroda Township's (the Township) operaticns over the
fiscal year and its financial condition on March 31, 2008§.

FINANCIAL HIGHLIGHTS

The Township's total net assets increased $10 thousand {.4%) as a
result of this vear's operations. Net assets of the governmental
activities increased $12 thousand {.5%), and net assets of the
business-type activities decreased $2 thousand {.4%}.

Of the $2.7 million total net assets reported, $1.6 million are
available to be used to wmeet future operating and capital
improvement needs.

The General Fund unreserved undesignated fund balance at the end
of the fiscal vear was $525 thousand, which represents 152% of
the actual total General Fund expenditures for the fiscal year.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis introduces the Township's basic
financial statements that follow this section. The Township's
basic financial statements are comprised of three parts:
management's discussion and analysis, the basic financial
statements, and reguired supplemental information. The basic
financial statements include two types of statements that
present different views of the Township:

. The first two statements are government-wide financial
statements that provide bhoth long-term and short-term
information about the Township's overall financial
status.

. The remaining statements are fund financial statements
that focus on individual parts of the Township government,
reporting the Township's operations in more detail than
the government-wide financial statements.

The financial statements alsce include notes that explain some
of the information in the financial statements and provide more
detailed data. The statements are followed by a section of
regquired supplemental information that further explainsg and
supports the information in the financial statements.



BARODA TOWNSHIP

MANAGEMENT 'S DISCUSSION AND ANALYSIS - CONTINUED

GCovernment-Wide PFinancial Statements

The government-wide financial statements report information about
the Township as a whole using accounting methods similar to those
used by private-sector companies. The statement of net assets
and the statement of activities includes all of the Township's
assets and liabilities. All of the current year's revenues

and expenses are accounted for in the statement of activities
regardless of wheh cash is received or paid.

The two government-wide financial statements report the Township's
net assets and how they have changed., Net assets, the difference
between the Township's assets and liabilities, is one way to
measure the Township's financial health, or position.

. Over time, increases or decreases in the Township's net

LR o~ oy 3

asseta are an indicator of whether its financial heaith
is improving or deteriorating.

. To assess the overall health of the Townghip you need to
consider additional non-financial factors such as changes
in the Township's property tax base.

The government-wide financial statements are divided into two
categories:

1. Covernmental Activikies - These activities include
functions most commonly associated with government
(e.g., general government, public works, public safety,
etc.). Property taxes and intergovernmental revenues
generally fund these services.

2. Business-Type Activities - These activities provide
services that are funded by customer user fees, such
as water supply services.



BARCDA TOWNSHIP

MANAGEMENT'S DISCUSSION AND ANALYSIS - CONTINUED

Fund Financial Statements

The fund

financial statements provide more detailed information

about the Township's most significant funds, not the Township as a
whole. Funds are accounting devices that the Township uses to keep

track of
purposes.

specific sources of funding and spending for particular

Some funds are required by State law and by bond
agreements.,

The Teownship Board establishes other funds to control
and manage money for particular purposes, or to show
that it is properly using certain taxes and other
revenues.

hip has twe types of funds:

Governmental Funds - Most of the Township's basic services
are included in governmental funds, which focus on (1)
how cash, and other financial assets that can be readily
converted to cash, flow in and out and, (2) the balances
left at year-end that are available for spending.
Consequently, the governmental funds statements provide

2 detailed short-term view that helps yvou determine
whether there are more or Fewer financial resources that
can be spent in the near future to finance the Township's
programs. Because this information does not encompass
the additional long-term focus of the government-wide
financial statements, we provide additional information
after the governmental funds statements that explains

the relationship between them.

Proprietary Funds - Services for which the Township
charges customers a fee are generally reported in
proprietary funds. Proprietary funds, like the
government-wide financial statements, provide both
long and short-term financial information.



BARCDA TOWNSHIP

MANACEMENT'S DISCUSSION AND ANALYSIS - CONTINUED

FINANCIAL ANALYSIS OF THE TOWNSHIP AS A WHOLE

Nat Assets - Total net assets at the end of the fiscal year were
$2.7 million, no change from the prior yvear. However, $1.1

million of this total is invested in capital assets. Consequently,
unrestricted net assets were $1.6 million, 61% of the total.

CONDENSED FINANCTAL INFORMATION
NET ASSETS
{in thousands)

GCovernmental Business-Type Totals
Activities Activities 2008 2007
Current assets $1,564 3119 £1,683 $1,595
Ngn-current assets 815 220 1,035 1,089
Total assets 2,379 339 2,718 2,684
Current liabilities 46 - 46 21
Total liabilities 46 — 46 21
Net assets:
Invested in capital
assets 815 220 1,035 1,089
Unrestricted 1,518 119 1,837 1,574

Total net assets $2,333 339 $2,672 $2,663




BAROPA TOWNSHIP

MANAGEMENT'S DISCUOSSION AND ANALYSIS - CONTINUED

Changes in Net Assets - The Township's total revenues are $1,122
thousand. Approximately 54% of the Township's revenues come from

property taxes, 13% is received as state revenue sharing, and
about 4% of total revenues come from charges for services.
CONDENSED FINANCIAL INFORMATION
CHANGES TN NET ASSETS
(in thousands)
Governmental Business-Type Totals
Activities Activities 2008 2007
Revenues:
Program revenues:
Charges for services $ 33 $12 $ 45 § 52
Contrikbutions 231 - 231 12
General revenues:
Taxes 609 - 509 565
State shared revenue 148 - 148 147
Investment income 64 5 68 63
Other 20 - 20 17
Transfers 1 (1) = -
Total revenues 1,108 i6 1,122 B56
Expenses:
Legislative 56 - 56 50
General government 188 - 188 193
Public safety 5c8 - 598 318
Puklic works 209 18 227 2564
Recreational and
cultural 43 = 43 39
Total expenses 1,084 18 1,112 864
Increase {decrease)
in net assets $ 12 ${2) $ 10 % (8)




BARODA TOWNSHIP

MANAGEMENT'S DISCUSSION AND ANALYSIS - CONTINUED

Governmental Activities:

Governmental activities increased the Township's net assats by

$12 thousand. Xey factors include the increase in tax revenue.
Revenues totaled $1,106 thousand while the cost of all governmental
activities this year was $1,094 thousand.

Business-Type Activities:

Business-type activities decreased the Township’'s net assets by
$2 thousand. The cost of water services for the year ended March
31, 2008 totaled $48 thousand. Fees for these services totaled
$12 thousand. The Township levies an annual tax for the purpose
of paying principal and interest for outstanding water bonds
payvable.

FINANCIAT. ANALYSIS OF THE TOWNSHIP'S FUNDS

Qur analysis of the Township's major funds begins on page 14
following the government-wide financial statements. The fund
financial statements provide detail infeormation about the most
significant funds, not the Township as a whele. The Township
Board creates funds to help manage money for specific purposes

as well as to show accountability for certain activities, such

as special property tax millages. The Township's major funds for
2008 include the General Fund, Police Fund, Fire Maintenance Fund,
Fire Equipment Fund, and Garbage and Rubbish Fund.

The Police Fund had a decrease of $28 thousand in its fund balance
for the year. This was due to an increase in transfers to the
Conmponent Unit - Joint Police Bgard.

The Fire Maintenance Fund had an increase of $43 thousand in its
fund balance for the year.

The Fire Equipment Fund increased its fund balance by $74 thousand.
This was due to a decrease in capital ocutlay.

The Garbage and Rubbish Fund experienced a decrease of $24 thousand
in its fund balance due to an increase in expenditures.



BARODA TOWNSHIP

MANAGEMENT'S DISCUSSION AND ANALYSIS - CONTINUED

GENERAL FUND BUDGETARY HIGHLIGHTS

The Township amended the General Fund budget, primarily to prevent
budget overruns. No amendments were significant, individually or
in tetal.

Revenues, principally taxes, were $10 thousand more than budgeted
amounts. General Fund expenditures were alsgo $120 thousand less
than appropriated, which resulted in a $15 thousand decrease in
fund balance, instead of the expected decrease of $145 thousand.
There were several insignificant negative budget variances for
individual General Fund activities.

CAPITAL ASSETS AND DERBRT ADMINISTRATION

Capital Assets:

At March 31, 2008, the Township had invested $1.035 million in
various capital assets, net of depreciation, including its land,
buildings, equipment, water and wastewater systems. This amount
represents a decrease of $53 thousand over the prior year.

This year's capital asset additions included $25 thousand for
various eguipment needs.

Detailed information about the Township's capital assets is
presented in Note % to the financial statements.

Long-Term Debt:

At year end, the Township had no outstanding long-term debt other
than in its Component Unit. Detailed information about the
Township's long-term liakilities is presented in Note 7 to the
financial statements.



BARQDA TOWNSHIP

MANAGEMENT'S DISCUSSION AND ANALYSIS - CONTINUED

ECONOMIC CONDITION AND OUTLOCK

Approximately $563 thousand is available for appropriation into
the General Fund budget. This amount is in addition to our
yearly revenue. Small increases in property taxes from increased
assessed values are expecited to bhe gomewhat offset by decreases
in state revenue sharing. The taxable value of all properties

in Baroda Township at the end of 2008 was $85,900,889. 0Overall
revenues are expected to decrease slightly in 2009.

The Township is reviewing several projects for 2008 and 2009.
They are in no particular order.

. Upgrading the playground surfaces and eguipment at
Hess Lake Park.

. . , .
. Investigate the insgtallation of Columbariums abt

Ruggles Cemetery.

. Create a Special Assessment District for funding
rubbish pickup and eliminate the millage for
rubbish pickup {this will result in more equitabkle
charges for all residents).

. Decrease the millage for the Fire Equipment Fund.
. Update our 5S5-year Master Plan.

We are currently working on the playground equipment, the Special
Assessment District and the 5-Year Master Plan. In the very near
future we will address the fire equipment millage and Columbarium

isgues.

None of these projects have been finalized vet and will not
proceed without being discussed in our public meetings. Our main
cost increase will be health insurance, fire and police vehicle
insurance, Hess Lake Park improvements, building insurance, and
gas prices.

-10-



BARODA TOWNSHIP

MANAGEMENT'S DISCUSSTION AND ANALYSIS - CONCLUDED

CONTACTING THE TOWNSHIP'S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview
of Baroda Township's finances to its residents and creditors,
and to demonstrate the Township's accountability for the money
it receives. Any questions regarding this report should be
addressed to The Township of Baroda, Supervizor's Office, P.O.
Box 215, Baroda, Michigan 49101, Phone (269) 422-2300, e-mail
BarodaTWPClerk®Parrett.Net.

-11-



YEAR ENDED MARCH 31,

Assets:
Current assets:

Cash and cash equivalents

Receivables

Taxes receivable

Special assessment
receivable

Internal balances

Due from component unit

Due from other units of
government

Total c¢urrent assets

Non-current assets:

fa) | = =
Capital assets, net

Total assets

Liabilities:

Accounts pavable and
accrued liabilities

Due to primary government

Due to other units of
government

Non-current liabilities:
Due within one vear
Due in more than one year

Total liabilities

Net assets:
Invested in capital assets,
net of related debt
Restricted
Unregstricted

Total net assets

BARODA TOWNSHIP

GOVERNMENT-WIDE
STATEMENT OF NET ASSETS

2008

Primary Government

Governmental Business-Type Component
Activities Activities Total Unit
$1,451,585 $105,674 $1,557,259 % 30,909

49,838 3,885 53,703 19,633
36,529 - 36,529 -
- 7,371 7,371 -
(2,352) 2,352 - -
868 - 868 -
27,830 - 27,830 —

1,564,298 119,262 1,683,560 50,542

315,228 215,850 1,035,178 86,376

2,379,526 339,212 2,718,738 136,918

15,705 - 15,705 40,801

- - - 868
30,170 - 30,170 -

- - - 16,920

~ - - 18,051

45,875 - 45,875 76,5640

815,228 219,950 1,335,178 45,405

- - - 797

1,518,423 119,262 1,637,685 B,076

$2,333,651 $339,212 $2,672,863 $ 54,278

The notes to the financial statements are

-12 -~
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BARODA TOWNSHIP

GOVERNMENT-WIDE
STATEMENT OF ACTIVITIES
YEAR ENDED MARCIH 31, 2008

Program Revenues

Operating
Charges for Grants and
Functions/Programs Expenses Services Contributions
Primary government:
Governmental activities:
Legislative $ 56,372 $ - $ -
General government 188,046 15,840 7,285
Public safety 597,548 17,077 214,199
Public works 213,867 - 14,839
Recreational and cultural 42,919 - -
Total 1,098,732 32,917 236,303
Business-type activities:
Water 17,675 11,665 -
Total primary government 1,116,427 44,582 236,303
Component unit:
Joint police 376,273 696 400,005
Total activities $1,492,700 $45,278 $€36,308

General revenues:
Property taxes
State-shared revenue
Unrestricted investment earnings
Miscellaneous

Transfers

Total general revenues
and transfers

Change in net assets
Net assets - beginning of vear

Net assets - end of year

The notes to the financial statements are an integral part of this statement.
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Net {Expenses) Revenues and Change in Net Assets

Primary Government

GCovernmental Business-Type Component
Activities Activities Total Unit
$ (56,372) $} - $ (56,372) % -~

(164,941) - (164,941) -
(366,272) - (386,272) -
{199,028) - (199,028) -
{42,919) - (42,919) —
{829,532) - (823,532) -
= __(6,010) (6,010) -
(829,532) (6,010) (835,542) -
- - - 24,428
{829,532} {(6,010) (835,542) 24,428
608,770 - 608,770 -
148,040 - 148,040 -
63,587 4,916 68,503 1,448
20,343 - 20,343 8,921
588 {588) - -
841,328 4,328 845,656 13,369
11,796 (1,682) 16,114 34,797
2,321,855 340,824 2,662,749 19,481
$2,333,651 $339,212 $2,672,863 $54,278
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ASSETRS

Cash and cash eguivalents

Recelivables

Taxes receivable

Due from other funds

Due from component unit

Due from other units of
government

Total assets

LIABILITIES AND FUND BALANCES

Accounts payable and
accrued liabilities

Due to other funds

Due to other units of
government

Deferred revenues

Total liabilities

Fund balances:
Reserved
Unreserved:
Designated for working
capital
Reported in Speciail
Revenue Funds

Total fund balances

Total liabkilities
and fund balances

The notes to the financial

BARODA TOWNSHIP

GOVERNMENTAIL FUNDS
BALANCE SHEET
MARCH 31, 2008

Fire Fire
General Police Maintenance Eguipment
$885,073 % - $294,324 $272,056
32,927 - 9,106 7,805
75 175,790 19,672 7,741
27,5886 - 244 -
$9882,190 $175,790 $323,346 $287,602
$ 8,000 & - $ 7,637 $ -
378,258 - 75 3,911
30,170 - - -
2,929 - - -
419,357 - 7,712 3,911
37,603 - - -
525,230 - - -
- 175,790 315,634 283,691
562,833 175,790 315,634 283,691
$5982,190 $175,790 $323,346 $287,602
integral part of this statement.

statements are an

—14-



Garbage Other Non-Major Total
and Governmental Governmental
Rubbish runds Funds
$ - $ 132 $1,451,585
- - 49,838
- - 36,529
173,680 2,934 379,892
- 868 B68
_ - — 27,830
$173,680 $3,934 $1,916,542
$ - $ 68 $ 15,705
- - 382,244
- - 30,170
- - 2,929
- 68 431,048
- - 37,603
— - 525,230
173,680 3,866 952,661
173,680 3,866 1,515,494
$173,680 $3,934 $1,946,542

-14-



BARODA TOWNSHIP

GOVERNMENTAL FUNDS
RECONCILIATION OF THE BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
MARCH 31, 2008

Fund balance of the Governmental Funds

Capital assets, net of accumulated
depreciation, used in governmentatl
activities are not current financial
resources and are not reported in
the funds

Revenues in the Statement of Activities
that 40 not provide for current
financial resources and are not
reported as revenues in the funds

Net assets of Governmental Activities

$1,515,494

815,228

2,929

$2,333,651

The netes to the financial statements are an integral part of this statement.
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Other financing sources -

venues:

Taxes and penalties

Federal grants

State grants

Licenses and permits

Fines and forfeitures

Charges for services
and sales

Interest and rentals

Contributions from
local units

Other revenues

Total revenues

xpenditures:
c

urrent:
Legislative
General government
Public safety
Public works
Recreational and
cultural

Total expenditures

Excess (deficiency)

of ravenues over
expenditures

transfers in

Net change in fund

balances
Fund balances - beginning
of year
Fund balances - end of year

BARODA TOWNSHIP

GOVERNMENTAL FUNDS

STATEMENT OF REVENUES,
CHANGES IN FUND BALANCES

YEAR ENDED MARCH 31, 2008

EXPENDITURES AND

Pire Fire
General Police Maintenance Equipment
$101,031 $156,495 $118,473 $ 76,592
_ - 167;360 -
148,040 - - -
7,119 - - -
734 - - -
8,721 - - -
41,423 - 11,689 10,382
22,104 - 46,839 -
2,421 - 640 -
331,593 156,495 345,001 86,974
56,372 - - -
172,295 - - -
31,232 184,054 301,820 12,829
33,600 - - -
53,530 - - -
347,029 184,054 301,820 12,829
(15,436) (27,559) 43,181 74,1458
588 - - —
(14,848) (27,559) 43,181 74,145
577,681 203,349 272,453 209,546
$562,833 $175,790 $315,634 $283,691

The notes to the financial statements are an integral part of this statement.
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Garbage Other Non-Major Total

and Governmental Governmental
Rukbbish Funds Funds
$155, 769 $ - $ 608,360
- - 167,360
- - 148,040
- 17,077 24,196
- 16,548 17,282
- - 8,721
- 93 63,587
- - 68,9473
- - 3,061
155,769 33,718 1,109,550
- - 56,372
- - 172,295
- 35,399 565,334
180,267 - 213,867
— - 53,530
180,267 35,399 1,061,398
(24,498) {1,681) 48,152
— — 588
{24,498) (1,681) 48,740
198,178 5,547 1,466,754
$173,680 $ 3,866 $1,515,494
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BARODA TOWNSHIP

GOVERNMENTAL FUNDS
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDTITURES AND CHANGES IN FUND BALANCES OF THE
GOVERNMENTAL FUNDS TQ THE STATEMENT OF ACTIVITIES
YEAR ENDED MARCH 31, 2008

Net change in fund balances - Total Governmental Funds $48,740

Amounhts reported for governmental activities in the
Statemenkt of Activities are diffarent bhecause:

Governmental funds report capital ocutlay as
expenditures, but they are recorded as capital
assets in the government-wide statements and
depreciated over their useful lives.

Capital outlay 25,379
Depreciation expense (62,733)

Revenues in the Statement of Activities that do
nct provide current financial resources are
not reported as revenues in the funds 410

Change in net assets of Governmental Activities $11,796

The notes to the financial statements are an integral part of this statement.
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BARODA TOWNSHIP

PROPRIETARY FUND
STATEMENT OF NET ASSETS

MARCH 31,

Assets:
Current assets:
Cash
Special assessment receivable
Due from other funds
Interest receivable

Total current assets

Nen=current assets:
Capital assets

Total assets
Liakbilities
Net acsets:
Invested in capital assets,
net of related debt

Unrestricted

Total net assets

2008

Water
Operating

$105,674
7:.371
2,352
3,885

119,262

219,950

339,212

219,950
119,262

$339,212

The notes to the financial statements are an integral part of this statement.



BARODA TOWNSHIP

PROPRIETARY FUNL
STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET ASSETS
YEAR ENDED MARCH 31, 2008

Water
Operating
Operating revenues:
Charges for services $ 11,665
Operating exXpenses:
Administration 1,700
Depreciation 15,922
Total operating expenses 17,622
Operating loss (5,957)
Non-operating revenues (expenses):
Interest income 4,916
Interest and fiscal charges {53)
Total neon-operating
revenues (expenses) 4,863
Net loss before transfers out {(1,094)
Transfers out {(588)
Change in net assets (1,682)
Net assets - beginning of year 340,894
Net assets - end of vear $£339,212

The notes te the financial statements are an integral part of this statement.



BARODA TOWNSIHIP

PROPRIETARY FUND
STATEMENT OF CASH FLOWS
YEAR ENDED MARCH 31, 2008

Cash flows from cperating activities:
Receipts from customers
Payments to suppliers

Net cash provided by operating activities

Cash flows from capital and related financing
activities:
Collection of special assessments {(principal
and interest)
Payment to General Fund

Net cash provided by capital and related
financing activities

Cash flows from investing activities:
Interest on investments

Net increase in cash and cash equivalents
Cash and c¢ash equivalents - beginning of year
Cash and cash equivalents - end of year
Reconciliation of operating loss t¢ net cash
provided by operating activities:
Operating loss
Adjustments to reconcile operating loss to
net cash provided by operating activities:

Depreciation

Net cash provided by operating activities

Water

Operating

$ 11,665
(1,700)

9,965

1,051
(641}

410

923
11,298
94,376

$105,674

$ (5,957)

15,922

$ 9,965

During the year ended March 31, 2008, there were no non-cash investing or

capital and related financing activities.

The notes to the financial statements are an integral part of this statement.
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BARCDA TOWNSHIP

COMPONENT UNIT
STATEMENT OF NET ASSETS
MARCH 31, 2008

Joint
Police
Assets:
Cash and cash equivalents $ 30,908
Receivables 19,8633
Capital assets, unet 80,376
Total assets 133,918
Liabilities:
Accounts payable and
accrued liabilities 35,089
Due to primary government 868
Compensated absences payable 5,712
Non-current liabilities:
Due within one yvear 16,920
Due in more than cne year 18,051
Total liabkilities 76,640
Net assets:
Invested in capital assets,
net of related debt 45,405
Restricted 797
Unrestricted 8,076
Total net assets $ 54,278

The notes to the financial statements are an integral part of this statement.
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BARODA TOWNSHIP
COMPONENT UNIT

STATEMENT OF ACTIVITIES
YEAR ENDED MARCH 31, 2008

Net {Expenses)

Revenues
and Change
Program Revenues in Net Asgsetis
Operating Component
Charges for Grants and Unit
Functiocns/Programs ExXpensas Services Contributions Joint Police
Public safety 376,273 696 $400,005 $24,428
Total activities $376,273 696 $£400,005 124,428
General revenues:
Interezt incoms 1,448
Miscellaneous 8,921
Total general
revanues 10,369
Change in net
assets 34,797
Net assets - beginning
of year 19,481
Net assets - end of year $54,278

The notes Eo the financial statements are an integral part of this statement.
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Note 1.

BARODA TOWNSHIP

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

SUMMAEY OF SIGNIFICANT ACCOUNTING PCOLICIES.

The accounting policies of the Township of Baroda, Michigan
conform to accounting principles generally accepted in the
United States of America (GAAFP) as applicable to governmental
units. The following is a summary of the significant accounting
policies used by the Township of Baroda.

A.

REPORTING ENTITY.

The Township is governed by an elected five member board.
The accompanying financial statements present the government
and its component unit, entities for which the government is
considered to be financially accountable., The discretely
presentead component unit iz reported in a separate column in
the government-wide financial statements to emphasize that
it is legally separate from the government {see discussion
below for description}.

Digcretely Presented Component Unit

Financial data of the component unit is included in the

component unit column in the basic financial statements.
Tt is reported in a separate column to emphasize that it
is legally separate from the Township.

The Baroda and Lake Township Police Department was created
to provide protectien to the residents., The authority is
operated by a joint administrative board created by the
Townships of Baroda and Lake and the Village of Baroda
pursuant to Act 33 of the Public Acts of Michigan of 1551,
as amended. The joint administrative board agreed that
Barcda Township should handle the treasury and accounting
functions for the authority. The budget for the authority
is approved by the joint board.
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BARODA TOWNSHIP

NOTES TO FINANCIAL STATEMENTS - CONTINUED
MARCH 31, 2008

Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED.
B. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS.

The government-wide financial statements (i.e., the
statement of net assets and the statement of changes

in net assets) report information on all of the non-
fiduciary activities of the primary government and

its compenent units. For the most part, the effect of
interfund activity has been removed from these statements.
Governmental activities, normally supported by taxes

and inter-governmental revenues, are reported separately
from business-type activities which rely to a significant
extent on fees and charges for support. Likewise, the
primary government is reported separately from certain
legally separate component units for which the primary
government 1s financially accountable.

The statement of activities demonstrates the degree to
which the direct expenses of a given function or segment
are offset by preogram revenues. Direct expenses are those
that are clearly identifiable with a specific function

or segment. Program revenues include: {1) charges to
customers or applicants who purchase, use, or directly
benefit from goods, services, or privileges provided by a
given function or segment; and (2) grants and contributions
that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes
and other items not properly included among program
revenues are reported instead as dgeneral revenue.

Separate financial statements are provided for Governmental

Funds and Proprietary Funds. Major individual governmental

funds are regorted as separate columns in the fund financial
statements.
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BARCDA TOWNSHIP

NOTES TO FINANCIAL STATEMENTS - CONTINUED
MARCH 31, 2008

Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POQLICIES - CONTINUED.

C.

MEASUREMENT FOQCUS, BASIS OF ACCOUNTING AND FINANCIAL
STATEMENT PRESENTATION,

The government-wide financial statements are reported using
the economic resources measurement focus and the accrual
basis of accounting, as are the proprietary fund financial
statements. Revenue is recorded when earned and expenses
are recorded when a liability is incurred, regardless

of the timing of related cash flows. Property taxes are
recognized as revenue in the vear for which they are levied.
Grants and similar items are recognized as revenue as 500N
as all eligibility requirements imposed by the provider

- —— - b
have besen met.

Governmental fund financial statements are reported using
the current financial resources measurement focus and the
modified accrual basis of accounting. Revenue is recognized
as scon as it is both measurable and available. Revenue is
considered tc bhe available if it 1is collected within the
current pericd or scon encugh thereafter to pay liabilities
cof the current period. For this purpose, the Township
considers revenues toc be available if they are collected
within 60 days of the end of the current fiscal periocd.

The following major sources of revenue meet the availability
criterion: property taxes, state-shared revenues, and
interest earned in the current fiscal period.

Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service
expenditures, expenditures relating to compensated absences,
and claims and judgments are recorded only when payment is
due.
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BARODA TOWNSHIP

NOTES TO FINANCIAL STATEMENTS - CONTINUED
MARCH 31, 2008

Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED.

The Township's property tax is levied on each December 1
on the taxable valuation of property (as defined by State
statutes) located in the Township as of the preceding
December 31. Taxes are considered delinguent on March

1 of the following year, at which time penalties and
interest are assessed.

The Township reports the following major Governmental Funds:

General Fund - The General Fund is the Township's primary
operating fund. It accounts for all financial resources
of the general government, except those required to be

- A . - . [T |
accounted for in anocther fund.

Police Fund - The Police Fund accounts for the resources
collected that are to be used for protection in the
Township.

Fire Maintenance Fund - The Fire Maintenance Fund accounts
for the resources to be used for maintenance of fire
protection equipment.

Fire Equipment Fund - The Fire Equipment Fund accounts for
the resources to be used for the purchase of fire eguipment.

Garbage and Rubbish Fund - The Garbage and Rubbish Fund
accounts for the activities of the garbage collection
system.

The Township reports the following major Proprietary Fund:

Water Fund - The Water Fund accounts for the activitiegs of
the water distribution system.
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BARODA TOWNSHIP

NOTES TO FINANCIAL STATEMENTS - CONTINUED
MARCH 31, 2008

Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED.

Private-sector standards of accounting issued prier to
December 1, 1989, are generally followed in both the
government-wide and proprietary fund Financial statements
to the extent that those standards do not conflict with the
standards of the Governmental Accounting Standards Board.
The government has elected not to (to also) follow private-
sector standards issued after November 30, 1989 for its

business-type activities.

As a general rule, the effect of interfund activity has heen
eliminated from the government-wide financial statements.
Exceptions to this general rule are charges between the
Township's water function and various other functions of the
Township. Eliminations of these charges would distort the
direct costs and program revenues for the varicus functions
concerned.

Amounts reported as program revenue include: (1) charges

to customers or applicants for goods, services or privileges
provided; (2) operating grants and contributions; and (3)
capital grants and contributions, including special assess-
ments. Internally dedicated resources are reporied as
genaeral revenue rather than as program revenue. Likewiss,
general revenue includes all taxes.

Proprietary funds distinguish operating revenue and expenses
from non-operating items. Operating revenue and expenses
denerally result from providing services in connection with
a proprietary fund's principal ongoing operations. The
principal operating revenue of the Proprietary Fund relates
to charges to customers for sales and services. The Water
Fund also recognizes the portion of tap fees intended to
recover current costs (e.g., labor and materials to hook up
new customers) as operating revenue. The portion intended
to recover the cost of the infrastructure is recognized as
non-operating revenue. Operating expenses for proprietary
funds include the cost of sales and services, administrative
expenses, and depreciation on capital assets. All revenue
and expenses not meeting this definition are reported as
non-operating revenue and expenses.
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BARODA TOWNSHIP

NOTES TO FINANCIAL STATEMENTS - CONTINUED
MARCH 31, 2008

Note 1. SUMMARY OF SIGNIFICANT ACCODUNTING POLICIES - CONTINUED.

D.

ASSETS, LIABILITIES AND NET ASSETS OR EQUITY.

Bank Deposits and Investments - For purposes of the cash
flow statement, cash and cash eguivalents are considered
to be cash on hand, demand deposits, and short-term
investments with a maturity of three months or less when
acguired.

Receivables and Pavables - In general, outstanding balances
between funds are reported as "due to/from other funds".
Activity between funds that is representative of lending/
borrowing arrangements outstanding at the end of the fiscal
vear is referred to as "advances to/from other funds",

Any residual balances outstanding between the governmental
activities and the business-type activities are reported

in the government-wide financial statements as "internal

Capital Assets - Capital assets, which include property,

plant, equipment, and infrastructure assets {e.g., sewer
and water systems, roads, bridges, sidewalks, and similar
items), are reported in the applicable governmental or
business-type activities column in the government-wide
financial statements. Capital assets are defined by the
Township as assets with an initial, individual cost of
mere than $500 ($10,000 for infrastructure assets) and an
estimated useful life in excess of two years. Such assets
are recorded at historical cost or estimated historical
cost if purchased or constructed. Deonated capital assets
are recorded at estimated fair market value at the date
of donation. Governments can elect to account for
infrastructure assets of government activities either
retroactively to June 15, 1980, or proeospectively. The
Township has elected to account for its infrastructure
assets prospectively, beginning April 1, 2005. Capital
assets are depreciated using the straight-line method
over the following useful lives:

Buildings 30 to 40 years
Building improvements 15 to 30 years
Water system 33 years
Vehicles 3 to 15 years
Office equipment 5 to 7 years
Computer equipment 3 to 7 years
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BARODA TOWNSHIP

NOTES TO FINANCIAL STATEMENTS - CONTINUED
MARCH 21, 2008

Note 1. ©SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONCLUDED.

Compensated Absences (Vacation and Sick Leave) -~ It 1s the
Township’'s policy to permit emplovees to accumulate esarned
but unused sick and vacation pay benefits. There is no
liability for unpaild accumulated sick leave since the
Township does not have a policy to pay any amounts when
employees separate from service with the Township. All
vacation pay is accrued when incurred in the government-
wide and proprietary fund financial statements. A
liability for these amounts is reported in governmental
funds only for employee terminations as of year-end.

Long-Term Obligationg - In the government-wide financial
statements and the proprietary fund types in the fund
financial statements, long-term debt and other long-term
obligations are reported as liabilities in the applicable
governmental activities, business-type activities, or
proprietary fund type statement of net assets.

Fund Equity - In the fund financial statements, governmental

funds report reservations of fund halance for amounts

that are not available for appropriation or are legally !
restricted by outside parties for use for a specific purpose.
Designations of fund balance represent tentative management 5
plans that are subject to change.

Comparative Data/Reclassifications - Comparative data is :
not included in the Township's financial statements. !

Estimates - The preparation of financial statements in
conformity with accounting principles generally accepted in
the United States of America requires the use of estimates
and assumptions that affect the reporting of certain assets,
liabilities, revenues, and expenditures. Actual results may
differ from estimated amounts.
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BARODA TOWNSHIP

NOTES TO FINANCIAL STATEMENTS - CONTINUED
MARCH 31, 2008

Note 2. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY.
A. BUDGETARY INFORMATION.

Annual budgets are adopted on a basis consistent with
generally accepted acccocunting principles for all governmental
funds. All annual appropriations lapse at fiscal year-and.

The budget document presents information by fund, function,
department and line items. The legal level of budgetary
control adopted by the governing body iz the department level.

At the March meeting, the Supervisor submits to the

Township Board a proposed operating budget for the fiscal
year commencing the following April 1. Public hearings are
cenducted at the Township Hall to obtain taxpayer comments.
Prior to March 31, the budget is legally enacted on a summary
budget basis through passage of a resolution. During the
year, the budget was amended in a legally permissible manner.

B. EXCESS OF EXPENDITURES OVER APPROPRIATIONS IN BUDGETED FUNDS.

Puring the year, the Townghip incurred expenditures in
certain budgeted funds which were in excess of the amounts
appropriated, as follows:

Budget Actual

Budget Itenm Appreopriation Expendituras

GCeneral Fund:

Legislative $ 53,367 $ 56,172
Supervisocr 32,575 35,088
Public Safety:
Fire Protection 7,600 8,000
Zoning Administration 6,000 6,148
Public Works 28,425 33,600
Fire Maintenance Fund 108,815 301,820
Garbage and Rubbish Fund 162,160 180,487
Police Fund 141,654 184,054
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Note 3.

BARODA TOWNSHIP

NOTES T0 FINANCIAL STATEMENTS - CONTINUED
MARCH 31, 2008

DEPOSITS AND INVESTMENTS.

Michigan Compiled Laws, Section 129.91, authorizes the local
governmental unit to make deposits and invest in the accounts
of federally insured banks, credit unions, and savings and
loan asscciations which have an office in Michigan. The local
unit is allowed to invest in bonds, securities and other
direct obligations of the United States or any agency or
instrumentality of the United States; United States government
or federal agency obligations; repurchase agreements; bankers!
acceptance of United States banks:; commercial paper rated
within the twe highest classificaticns which mature not more
than 270 days after the date of purchase; cobligations of the
State of Michigan or its political subdivisions which are rated
ag investment grade; and mutual funds composed of investment
vehicles which are legal for direct investment by local units
0of government in Michigan.

The Township of Baroda has designated three banks for the deposit
of the Township's funds. The investment policy adopted by the
RBoard in accordance with Public Act 196 of 1997 has autherized

investments in instruments authorized by Public Act 20.

The Township's deposits and investment policy are in accordance
with statutory authority.

At yvear-end, the Township's deposits were reported in the basic
financial statements in the following categories:

Governmental Business-Type Total Primary Component

Activities Activities GCovernment Unit
Cash $ 684,847 $ 30,674 £ 715,521 $£30,90¢%
Certificates
of deposit 766,738 75,000 841,738 -
Total cash
and cash
eguivalents $1,451,585 $105,674 $1,557,259 $30,909

The Township had no investments at March 31, 2008.

The bank balance of the primary government's deposits is
$1,684,800 of which $300,000 is covered by federal depository
insurance. The component unit's deposits had a bank balance
of $30,909 of which the total balance was covered by federal
depository insurance.

31—



Note 4.

BARODA TOWNSHIP

NOTES TO FINANCIAL STATEMENTS - CONTINUED
MARCH 31, 2008

RECEIVABLES.

Receivables as of year-end for the Township's individual major funds
and component unit in the aggregate are as follows:

Fire Fire Component
Mainte- Equip- Unit
General unance ment Water Joint
Fund Fund Fund Fund Total Police
Taxes receivable $36,529 § - $ - $§ - $ 36,529 §$§ -
Accounts
receivable 22,520 - - - 22,520 19,633
Intarest
receivable 10,407 9,106 7,805 3,865 31,183 -
Intergovernmental 27,586 244 - - 27,830 -
Special
assessments - - - 7,375 7,375 —
Net

receivables 397,042 $9,350 $7,805 $11,240 $125,437 $19,633

Governmental funds report deferred revenue in connection with
receivables for revenue that is nct considered to be available to
liguidate liabilities of the current period. Governmental funds
alsoc defer revenue recognition in connection with resources that
have been received but not vet earned. At the end of the current
year, the various components of deferred revenue are as follows:

Unavailable

Delinquent property taxes $2,929
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BARODA TOWNSHIP

NCTES T¢ FINANCIAL STATEMENTS - CONTINUED
MARCH 31, 2008

Note 5. CAPITAL ASSETI.

Capital asset activity of the Primary Government for the current year
was as follows:
Beginning Ending
Balance Increages Decreases Balance

Governmental Activities

Capital assgets not
being depreciated:
Land $ 29,861 % - $ - § 29,861
Capital assets being
depreciated:

Buildings 519,477 - - 519,477
Improvements other

than buildings 85,002 16,611 - 95,613
Machinery and

equipment 1,096,345 14,768 - 1,111,113

Subtotal 1,700,824 25,379 - 1,726,203

Less, accumulated

AT e

LR B = "
Geprediatidin 10

Buildings 263,011 8,471 - 271,482
Improvements other
than buildings 40,981 5,088 - 46,069
Machinery and
equilpment 574,113 49,172 - 623,285
Subtotal 878,105 62,731 - 940,836
Governmental

activities capital
total assets - net

of depreciation $ 852,580 $(37.,352) §$ § 815,228

Business-Type Activities

Capital assets being
depreciated:
Water system $ 830,186 § - $ - $ 530,186

L.ess, accumulated

depreciation for:
Water system 294,314 15,922 - 310,238

Business-type
activities capital
total assets - net
of depreciation $ 235,872 % 15,922 3§ - $ 219,950
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Note 5.

BARODA TOWNSHIP

NOTES TO FINANCIAL STATEMENTS - CONTINUED

MARCH 31, 2008

CAPITAL ASSETS - CONCLUDED.

Beginning Ending
Balance Increases Decreases EBalance
Component Unit
Capital assets being
depreciated:
Vehicles and
equipment $ 240,760 % 23,287 % - $ 264,047
Less, accumulated
depreciation for:
Vehicles and
equipment 161,848 21,831 — 183,571
Component unit
capital total
assets - net of
depreciation $ 78,920 % 1,456 % - $ 80,376

Depreciation expense was charged to programs of
ment as follows:

Governmental Activities:

the Primary Covern-

Ceneral government $15,751
Public safety 45,982

Total governmental

activities $62,733

Business-Type Activities:

Water $15,922

Component Unit:

Joeint police $£21,831
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BARODA TOWNSHIP

NQTES TOQ FINANCIAL STATEMENTS - CONTINUED
MARCH 31, 2008

Note 6. INTERFUND RECEIVAELES, PAYABLES AND TRANSFERS.

The composition of interfund balances is as follows:

Receivables Pavables Amount

Waker Fund General Fund $ 2,352
Fire Equipment Fund General Fund 7.741
Garbage and Rubbish Fund General Fund 173,680
Police Fund General Fund 175,790
Fire Maintenance Fund General Fund 15,7861
Building Inspection Fund General Fund 2,934
Fire Maintenance Fund Fire Equipment Fund 3,911
General Fund Fire Maintenance Fund 75
$382,244

Receivables Payahkhles Amount

Due to/from Primary
Government and
Component Unit:

Primary Government - Component Unit -
Drug Law Enforcement Joint
Fund Police 3 868

Interfund transfers reported in the Fund Financizl Statements
are comprisgsed of the following:

Receiving Fund Providing Fund Amount
General Fund Water Fund $ 588
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BARODA TOWNSHIP

NMOTES TO FINANCTAL STATEMENTS - CONTINUED
MARCH 31, 2008

Note 7. LONG-TERM DEBT.

Included in the Component Unit are notes for the purchase of police
vehicles under installment contracts.

Long-term obligation activity can be summarized as follows:

Interest Beginning Ending
Rate Balance Additions Reductions Balance
Component Unit:
Installment
purchase agreement:
Amount of issue
$44,870,
maturing 2009 5.685% 32,547 i - $10,15¢ $22,388
Installment
purchase agreement:
Amount of issue
$25,220,
maturing May,
2009 6.75% 18,285 - 5,702 12,583
Total due $§50,832 $ - $15,861 $34,971

Annual debt service reguirements to maturity For the above bhonds and
ingtallment purchase cobligations are as follows:

Component Unit

Year Ended March 31, Principal Interest Total
2009 $16,920 $2,338 $19,258
2010 18,051 1,207 19,258
Total $34,971 $3,545 $38,516
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BARODA TOWNSHIP

NOTES TO FINANCIAL STATEMENTS - CONCLUDED
MARCH 31, 2008

Note 8. RISK MANAGEMENT.

The Township is exposed to various risks of loss related to
property loss, torts, errors and omissions and employee injuries
{workers' compensation), as well as medical benefits provided

to employees. The Township has purchased commercial insurance
for these c¢laims and participates in the Michigan Township
Participating Plan risk pocl for claims relating to buildings,
equipment, vehicles, and several liabilities. Settled claims
relating to the commercial insurance have not exceeded the
amount of insurance coverage in any of the past three fiscal

oo ra
¥ Sals3.

Note 9. RETIREMENT PLAN.

The Township adopted a defined contribution pension plan
effective July 1, 1992 for employees and officials in lieu of
social security. Employees who elect this plan contribute 6%
of their gross earnings to the plan, which is matched by the
Township. The plan is deposited with Traveler's Insurance Co.,
and administered by J.W. Ryan.

The Township's pension cost for fiscal year March 31, 2008 was
$3,958.
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REQUIRED SUPPLEMENTAL INFORMATION

BARODA TOWNSHIFP

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
YEAR ENDED MARCH 31, 2008

Fund balance adjusted -
heginning of year

Resources (inflows):
Property taxes
State grants
Licenses and permits
Fines and forfeitures
Charges for services
Interest and rentals
Contributions from local

units

Transfer from other funds
Other miscellaneous

Amounts available for
appropriation

Charges to appropriations
{outflows):

Legislative

Ceneral government:
Supervisor
Elections
Agsessor
Clerk
Board of Review
Treasurer
Township Hall
Municipal Builgding
Cemnetery

Public safety:
Fire protection
Planning Commission
Board of Appeals
Zoning Administration

Public works

Recreaticnal and cultural:

Park
Library service

Total charges to
appropriations

Fund balance - end of year

Variance
with Amended

Original Amended Budget
Budget Budget Actual Over {Under)
$577,681 $577,681 $577,681 g -
113,575 113,575 101,031 (12,544)
148,000 148,000 148,040 40
7,500 7,500 7,119 (381)
700 700 734 34
10,060 16,000 8,721 (1,279)
32,980 32,980 41,423 8,443
6,500 8,500 22,104 15,604
- - 588 388
2,250 2,250 2,421 171
899,186 898,186 509,862 10,676
53,367 53,367 56,372 3,005
32,575 32,575 35,088 2,513
4,400 4,400 2,442 (1,958)
18,350 18,850 16,814 (2,036)
35,350 35,350 34,329 (1,021)
2,482 3,432 2,948 (484)
27,735 27,735 26,449 (1,286)
6,475 16,875 8,201 (2,674)
16,200 16,200 15,517 (683}
35,200 35,200 30,507 (4,693}
7,600 7,600 8,000 400
20,585 22,085 12,534 (9,551)
6,625 6,625 4,550 {2,075}
6,000 6,000 6,148 148
28,425 28,425 23,5600 5,175
125,775 125,775 21,850 (103,925)
31,680 31,680 31,680 -
458,824 466,174 347,029 (119,145)
$440,362 $433,012 $562,833 $129,821
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BARODA TOWNSHIP

REQUIRED SUPPLEMENTAL INFORMATION

BUDGETARY COMPARISON SCHEDULE - POLICE FIUND

YEAR ENDED MARCEH 31,

Fund balance - beginning of year

Resources {(inflows):
Property taxes

Amounts available for
appropriation

Charges to appropriations
(outflows):
Public safety

Total charges to
appropriations

Fund balance - end of year

2008
Variance
with Amended
Original Amended Budget
Budget Budget Actual Oover {Under)
$203,349 $203,349 $203,349 % -
144,000 140,000 156,495 16,495
343,349 343,349 359,844 16,4985
141,654 141,654 184,054 42,400
141,654 141,654 184,054 42,400
$201,695 $201,685 $175,790 $(25,905)
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BARODA TOWNSHIP

REQUIRED SUPPLEMENTAL INFORMATION
BUDGETARY COMPARISON SCHEDULE -~ FIRE MAINTENANCE TUND

YEAR ENDED MARCH 31, 2008
Variance
with Amended
Original Amended Budget
Budget Budget Actual Over {Under)
Fund balance - beginning of year $272,453 $272,453 $272,453 3 -
Resources (inflows):
Property taxes 105,000 105,000 118,473 13,473
Federal grants - - 167,360 167,360
Interest and rentals 104,000 104,000 11,689 (92,311)
Contributions from local
units - - 46,830 45,839
Other miscellaneous 50 50 640 590
Amounts available for
appropriation 481,503 481,503 617,454 135,953
Charges to appropriations
{outflows):
Public safety 101,815 108,815 301,820 193,005
Total charges to
appropriations 101,815 108,815 301,820 183,005
Fund balance - end of year $379,688 $372.,688 $315,534 ${(57,054)
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BARODA TOWNSHIP

REQUIRED SUPPLEMENTAL INFORMATION
BUDGETARY COMPARISON SCHEDRULE - FIRE EQUIPMENT FUND

YEAR ENDED MARCH 31, 2008
Variance
with Amended
Original Amended Budget
Budget Budget Actual Over [Under)
Fund balance - beginning of year $209,546 $209,546 $209,546 3 -
Resources (inflows):
Property taxes 70,000 70,000 76,5982 6,592
Interest and rentals 7,500 7,500 10,382 2,882
Amounts available for
appropriation 287,048 287,048 295,520 2,474
Charges to appropriations
{outflows):
Public safety 46,025 46,025 12,829 {33,196)
Total charges Lo
appropriations 46,025 46,025 12,829 (33,1986)
Fund balance - end of year $241,021 $241,021 $283,691 $42,670
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BARODA TOWNSHIP

REQUIRED SUPPLEMENTAL INFORMATION

BUDGETARY COMPARISON SCHEDULE - GARBAGE AND RUBBISH FUND

YEAR ENDED MARCH 31,

fund bkalance - beginning of year

Regsources (inflows):
Property taxes

Amounts available for
appropriation
Charges to appropriations
(outflows):
Public works

Total charges to
appropriations

Fund balance - end of year

2008
Variance
with Amended
Original Amended Budget
Budget Budget Actual Qver {(Under)
$198,178 §$198,178 $198,178 5 -
140,000 140,000 155,769 15,769
338,178 338,178 353,947 15,769
162,160 162,160 180,287 18,107
162,160 162,160 180,267 18,107
$176,018 $176,018 $173,680 $(2,338)
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Barnes@yRoss,cea

A Professional Comporation

August 1, 2008

Board of Trustces
Baroda Township

5091 Tirst Street
Baroda, Michigan 49101

In planning and performing our audit of the financial statements of the governmental activities,
the business-type activities, the discretely presented component unit, each major fund and the
aggregate remaining fund information of Baroda Township (“the Township”) as of and for the
year ended March 31, 2008 in accordance with auditing standards generally accepted in the
United States of Ametica, we considered the Township’s internal control over financial reporting
(internal control) as a basis for designing our auditing proceduses for the purposc of expressing
our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectivencss of the Township’s internal conttol. Accordingly, we do not express an opinion on
the effectiveness of the Township’s internal control, '

Our consideration of internal contiol was for the limited purpose deseribed in the preceding
paragraph and would not necessarily identify all deficicncies in internal control that might be
significant deficicncies or material weaknesses. However, as described below, we identified
certain deficiencies in internal contrel that we are required to communicate to you. The matters
communicated in this letter arc classified as follows:

* Deficiency - A control deficiency exists when the design or operation of a control does
not allow management or employees, in the normal course of peiforming their assigned
functions, to prevent or detect misstatements on a timely basis.

»  Significant Deficiency - A significant deficiency, is a control deficiency, or combination
of control deficiencies, that adversely affects the entity’s ability to initiale, authorize,
record, process, or report financial data reliably in accordance with generally accepted
accounting principles such that there is more than a remote likelihood that a misstatement
af the entity’s financial statements that is more than inconsequential will not be prevented
or detecled by the entity’s internal contral.

* Material Weakness - A material weakness is a significant deficiency, or combination ot
significant deficiencies, that results in more than a remote likelihood that a material
misstatement of the financial statements will not be prevented or detected by the entity’s
inteinal control.

500 Renaissance Drive, Suite 104 Phone: 269-983-2851
Fax: 269-983-2892

5t Joseph, Michigan 45085
WWw harmesross com



We believe the following deficiency constitutes a signiticant deficiency in internal control:

1. The size of the Township’s accounting and administrative staff limits the scgregation of
duties over cash receipt and cash disbursement transactions. The same individual accepts
vash receipts; records cash receipts, 1eceives bank statements, prepares bank
rcconciliations and is an approved check signer.

We believe the following deficiency constitutes a matcrial weakness:

I The general ledger in total and in several of the individual funds was not in balance at
March 31, 2008. In addition to the above, the balance sheet is not segregated into the
various individual funds. Generally accepted accounting principles require each fund to
maintain its own balance sheet.

2. Material adjustments were proposed by the auditors during the audit that affected the
financial statements of Township. Management is rcsponsible for establishing and
maintaining intcrnal controls that result in the fair presentation of the financial
statements. 1he independent auditor cannot be part of the Township’s intcrnal controls.

In addition to the above, we offer the tollowing comments and recommendations noted during
our audit which are not considered significant or material weaknesses:

I Curently, the I'ownship uses the Peachtree accounting software which is not a “fund
accounting” package. When the soltware was implemented the individual funds were set
up in one entity which has resulted in several accounting problems. We recommend that
the Township either purchase a fund accounting software program or set up each fund as
a separate cnlity in the software system. The latter solution will requite a significant
number manual journal entries each year to propetly record transactions.

2. During our audit we noted that the W-3 (total wages) did not reconcile to the quarterly
payroll tax retumns. Tt appears the ertor rclates to pre and after tax contributions to the

tetirement plan and HSA .

3. We also noted that the State began depositing the state revenue sharing electionically in
May 2008. The funds are being transferred to the Baroda-Lake Police checking account

in etrot by the State of Michigan.

4 Several of the bank reconciliations in Peachtiee nced to be adjusted to show the actual
outstanding items (General Fund, Fire Maintenance and Police) and several items need to
be removed from the manual reconciliations. Our office can assist the clerk with the
corrections that need o be made to update those reports (noted 3/31/07).

5. The Police and Rubbish funds do not maintain scparate bank accounts and have large
balances in the inter-fund accounts to the General Fund. The Township should allocate
investment earnings to the proper funds (noted 3/31/07).

6. The Statc’s Property Tax Division completed a ten year review of the Industrial Facilities
Tax “SEI”. They discovered SET overpayments in 1997 and 1998 by the Township.
These funds need to be distributed to the respsctive school districts in accordance with
the State’s report. In addition to the above, amounts are also due Lake Michigan Collcge
& the mobile home park due to an error in prior distzibutions.



We would like to thank the Board for the courtesy and cooperation extended to us by the officials
and employces of the Township during the course of our audit. We appreciate the opportunity to
present these commenis and recommendations for your consideration and would be pleased to

assist you in implementing them in the fature,

This communication is intended solely for the information and use of management, the Township
Board, and others within the organization and is not intended to be and should not be used by

anyonc other than these specified parties.






